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7KHPRVWLPSRUWDQWIXQFWLRQIRUWKHVXFFHVVRIDQHQWHUSULVHLVFRQVWLWXWHGE\LWVRSHUDWLRQRIPDUNHWLQJ,Q
ZKHQ  &KLHI ([HFXWLYH 2IILFHUV RI WKH PRVW GHYHORSLQJ RI 86$¶V HQWHUSULVHV ZHUH DVNHG DERXW ZKLFK WKH\
FRQVLGHUHGDVWKHLUPRVWSRZHUIXOVNLOOWKHPDMRULW\RIWKHPUHSOLHGWKDWLWLVWKHPDUNHWLQJDQGVDOHV/RGLVKHWDO

$FFRUGLQJWR/RGLVK0RUJDQDQG.DOOLDQSXUPDUNHWLQJDVDQRSHUDWLRQRIHQWHUSULVHFDQFRQVWLWXWHWKH
FDXVHRI LWV VXFFHVVRU UHVSHFWLYHO\ WKH FDXVHRI LWV IDLOXUH LWV SURILWDELOLW\RU GDPDJH ,Q UHVHDUFKRI  YHQWXUH
FDSLWDOLVWVZKRLQYHVWHGLQPRUHWKDQQHZHQWHUSULVHV WKHRSHUDWLRQRIPDUNHWLQJZDVHYDOXDWHGDVDLQD
VFDOHRIDVWKHPRVWGHFLVLYHRSHUDWLRQIRUWKHVXFFHVVRIDQHQWHUSULVH
'XULQJ$SULO$MD\.RKOLDQG%HUQDUG-DZRUVNLLQDQDUWLFOHWR-RXUQDORI0DUNHWLQJXQGHUOLQHGWKDWDV
ZHDNHU LV DQ HFRQRP\ DV VWURQJHU PRUH SRZHUIXO LV WKH UHODWLRQ RI WKH GHJUHH RI DGDSWDWLRQ RI WKH PDUNHW
RULHQWDWLRQDQGRXWSXWIRUWKHHQWHUSULVH7KHHFRQRPLFPDHOVWURPRIWKH*UHHN(FRQRP\VLQFHDORQJZLWKWKH
LQFLGHQWV WKDW IROORZHG JLYHV WKH VSDUN WR LQYHVWLJDWH.RKOL DQG -DZRUVNL¶V ILQGLQJV LQ WKH*UHHN (FRQRP\ DQG
HQWHUSULVLQJSUDFWLFH
7KH SXUSRVH RI WKLV LQYHVWLJDWLRQ LV QRW MXVW WKH YHULILFDWLRQ RI ZKDW .RKOL DQG -DZRUVNL IRXQG EXW DOVR WKH
LQYHVWLJDWLRQRIWKHELSRODURI0DUNHWLQJDQG&RUSRUDWH)LQDQFH,WUHIHUVWRDVELSRODUEHFDXVHPRVWRIWKHWLPHVWKH
SXUSRVHVRI0DUNHWLQJDQG)LQDQFLQJDUHRSSRVLWH)RULQVWDQFHWKH&KLHI0DUNHWLQJ2IILFHUVXLWVEHWWHUIRUELJJHU
H[SHQVHVLQWKHVHFWRURIPDUNHWLQJZKLOHLQRSSRVLWLRQWKH&KLHI)LQDQFLDO2IILFHUDVNVIRUDUHGXFWLRQRIH[SHQVHV
IRUDVKRUW WHUPSRWHQWLDO LPSURYHPHQWIRUWKHSLFWXUHRI&RUSRUDWH)LQDQFH 7KHUHODWLRQRIWKHWZRGHSDUWPHQWV
DQGWKHRSHUDWLRQVRIWKHHQWHUSULVHKDYHPDQ\FRPPRQLQWHUIDFHVDVIRUWKHLURULHQWDWLRQDQGWKH\DUHEHQHILFLDOIRU
WKHHQWHUSULVHDV/HFRHXYUHSRLQWHGRXWLQWKHLQWHUQDWLRQDOFRQJUHVVRI0DUNHWLQJLQ9HQLFH
7KH ILQDQFLQJ DQG DFFRXQWDQW LPSULQWLQJ RI 0DUNHWLQJ EHFRPHV EHWWHU ZLWK WKH XVH RI HFRQRPHWULF PRGHOV
5D\EXUQ7KHILQDQFLQJH[SUHVVLRQIRUWKHDWWULEXWLRQRILQYHVWPHQW52,5HWXUQRQ,QYHVWPHQWVFDQH[WHQG
LQWR GLIIHUHQW VL]HV RI WKH HQWHUSULVH VXFK DV WKH LQYHVWPHQWV RI 0DUNHWLQJ 7KH LQGLFDWRU 520, 5HWXUQ RQ
0DUNHWLQJ,QYHVWPHQWVLVIOH[LEOHHQRXJKDQGLWPLJKWLQFOXGHHLWKHUWKHWRWDOLQYHVWPHQWVRI0DUNHWLQJRUFRQFUHWH
LQYHVWPHQWV VXFK DV D VSHFLILF DGYHUWLVLQJ FDPSDLJQ LQ RUGHU D EHWWHU HYDOXDWLRQ WR IROORZ 3RZHOO  7KH
ZHDNQHVVRIDFFRXQWLQJWKHH[SHQVHVRIPDUNHWLQJHQDEOHVWKHSDUWLFLSDWLRQRI0DUNHWLQJLQWKHFRQILJXUDWLRQRID
6WUDWHJLF 3ODQ DV D WRXJK SURMHFW 6ULYDVWDYD HW DO  ,QGLFDWLYHO\ WKH ZHOONQRZQ VFLHQWLILF PDJD]LQH
SXEOLVKHGE\WKH$PHULFDQ0DUNHWLQJ$VVRFLDWLRQHQWLWOHGDV-RXUQDORI0DUNHWLQJGHGLFDWHGRQHLVVXHRIIRU
WKLVVSHFLDOWRSLF9RO1R
7KHPDLQSXUSRVHRIWKLVSUHVHQWUHVHDUFKLVPRVWO\WKHLQYHVWLJDWLRQRIWKHFKDQJHVLQWKHRSHUDWLRQRI0DUNHWLQJ
LQ WHUPV RI WKH HIIHFWLYHQHVV RI WKLV RSHUDWLRQ WR UHDOL]H LQFRPHV DQG SURILWV DVZHOO DV LWV OHYHO RI FKDUJHV7KH
UHVHDUFKLVQRWDLPWRLQYHVWLJDWHDQ\GLIIHUHQFHVLQPDUNHWLQJHIIHFWLYHQHVVDPRQJWKHGLIIHUHQWGRPDLQVRI*UHHN
HFRQRP\$FWXDOO\WKLVLVWKHILUVWWLPHWKDWWKH520,LQGH[KDVEHHQPHDVXUHGIRUWKHPDMRULW\RIWKHHQWHUSULVHV
OLVWHGLQ$WKHQV6WRFN([FKDQJH<HWLWZLOOKDYHDQLQWHUHVWIRUIXUWKHULQYHVWLJDWLRQRQPDUNHWLQJHIIHFWLYHQHVVRI
DPRQJWKHGRPDLQVRI*UHHN(FRQRP\ 'XULQJWKHSHULRGVRIHFRQRPLFFULVLVKDVEHHQFRPPRQO\REVHUYHGWKDW
WKHHQWHUSULVHVGLIIHUHQWLDWH0DUNHWLQJ.RWOHU	&DVOLRQH4XHOFK	-RF])RULQVWDQFHWKH\UHGXFH
WKH UHVRXUFHV IRU 0DUNHWLQJ EXW DW WKH VDPH WLPH LQFUHDVH WKH FDPSDLJQV RI GLUHFW DQG RQOLQH 0DUNHWLQJ
FRPSDUDWLYHO\ WR WKH SURFULVLV SHULRG )XUWKHUPRUH WKH HQWHUSULVHV XVH PRUH HFRQRPLF WHFKQLTXHV RI SULFH
SURPRWLRQV4XHOFK	-RF]8QIRUWXQDWHO\LQWHUPVRIRSHUDWLRQPDUNHWLQJWKHELEOLRJUDSK\GRHVQ¶WKHOSXV
WRXQGHUVWDQGKRZDQHQWHUSULVHVKRXOGHIIHFWLYHO\EHKDYHGXULQJDQHFRQRPLFFULVLV7KHFKDQJHVLQWKHEHKDYLRURI
WKHFRQVXPHUVDQG WKH VXSSOLHUVGXULQJDQHFRQRPLFFULVLV UHQGHUVDQRXWZRUQPRGHORI WKHHQWHUSULVHZHJRW WR
NQRZ3LHUF\&UDYHQV	/DQHDQGDVDUHVXOWRIWKLVVRPHRIWKHSDVWVXFFHVVIXOVWUDWHJLHVDUHQRWDQ\PRUH
VXFFHVVIXOGXULQJDQGDIWHUWKHHFRQRPLFFULVLV7KLVSHULRGZKLFKZHDUHSDVVLQJWKURXJKFRQVWLWXWHVDYHU\FUXFLDO
WLPHIRULQYHVWLJDWLRQLQWKHILHOGRI0DUNHWLQJDQG)LQDQFH
7KHSUHVHQWUHVHDUFKDLPVWRDQVZHUWKHIROORZLQJTXHVWLRQV
x +RZDUHPDUNHWLQJH[SHQVHVDQGWKHSURILWDELOLW\RIDQHQWHUSULVHUHODWHG"
x ,QZKDWZD\VLVWKHUHODWLRQEHWZHHQPDUNHWLQJH[SHQVHVDQGWKHSURILWDELOLW\RIDQHQWHUSULVHVKLIWHGEHWZHHQWKH
\HDUVDSHULRGRI*UHHNHFRQRPLFFULVLV
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
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WKHHQWHUSULVHVEDVHGRQWKHLUFRPPRQPDUNHWLQJ
FKDUDFWHULVWLFVDQGIRUPHDVXULQJWKHUHODWLRQ
EHWZHHQWKHWZREHVWYDULDEOHVRIPDUNHWLQJ
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

%DVHGRQWKHXVHGVFDOHWKHHQWHUSULVHV
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7KHXVHRITXDQWLWDWLYHYDULDEOHVVXFKDV WKHFDOFXODWLRQRIWXUQRYHU WKH(DUQLQJDIWHU7D[HVLQGH[($7WKH
RSHUDWLQJFRVWRUWKHFDVKIORZHWFLVQHFHVVDU\LQRUGHUWRPHDVXUHWKHILQDQFLDODQGHFRQRPLFSHUIRUPDQFHRIDQ
HQWHUSULVH:KHQWKHTXHVWLRQFRPHVWRZKLFKDUHWKHLQWHUIDFHVRIPDUNHWLQJDQG)LQDQFH/HFRHXYUHLQKLV
UHVHDUFK   WDONV DERXW WKUHH GLPHQVLRQV RI PDUNHW RULHQWDWLRQ 7KH ILUVW GLPHQVLRQ LV FXOWXUH PDQDJHPHQW
SKLORVRSK\RIDOOIXQFWLRQVDQGSDUWVRIDQHQWHUSULVH WKHVHFRQGGLPHQVLRQLVDQDO\VLVDQDO\]LQJZKDWDPDUNHW
QHHGV DQG RUJDQL]LQJ VWUDWHJLHV DQG WKH WKLUG GLPHQVLRQ LV WKH GLPHQVLRQ DOO WKHVH DFWLRQV QHHGHG IRU WKH
LPSOHPHQWDWLRQRIWKHVWUDWHJLHV+HQFHWKHUHLVDQREYLRXVUHODWLRQEHWZHHQ0DUNHWLQJDQGWKHRYHUDOORSHUDWLRQV
RIDQHQWHUSULVH
1HYHUWKHOHVV WKHUH LV D VLJQLILFDQW GLIIHUHQFH EHWZHHQ WKH WHUP ³PDUNHW RULHQWDWLRQ´ DQG WKH WHUP ³PDUNHWLQJ
RULHQWDWLRQ´ :KHQ ZH WDON DERXW PDUNHW RULHQWDWLRQ ZH FRQVLGHU DOO KXPDQ IDFWRUV RI DQ HQWHUSULVH VXFK DV
FRQVXPHUV FRPSHWLWRUV DQG VWDNHKROGHUV RQ WKH RWKHU KDQG ZKHQ ZH WDON DERXW PDUNHWLQJ RULHQWDWLRQ ZH SD\
DWWHQWLRQ WR WKH WDFWLFVDQG WHFKQLTXHV WKDW IRFXVRQ WKHFRQVXPHUV.RKOLDQG-DZRUVNL1DUYHUDQG6ODWHU
 7KHUH DUH QRWPDQ\ ELEOLRJUDSKLF GDWD RU VXUYH\V DERXW WKH FKDUDFWHULVWLFVPDUNHWLQJ DQG ILQDQFLDO VKDUH
:HLVVEULFKHW DOEHFDXVH WKHVH WZR IXQFWLRQVHPHUJHPRVWO\EHWZHHQVHQLRUH[HFXWLYHVDQG OHVVEHWZHHQ
DFDGHPLFLDQV:KDW/XFDV:KLWZHOODQG'R\OHFODLPLVWKDWLIPDUNHWLQJDQGILQDQFLDOFRRSHUDWHLIWKHUHLV
IRFXV RQ PDUNHWLQJ LQYHVWPHQWV DQG LI WKHUH LV D SURSHU XVH RI WKH HQWHUSULVH¶V UHVRXUFHV WKHQ D ORQJWHUP
SURILWDELOLW\ PLJKW RFFXU 8QGHUVWDQGLQJ WKH LQWHUIDFH RI WKHVH WZR IXQFWLRQV ±PDUNHWLQJ DQG ILQDQFLDO PLJKW
SURYLGHDIUDPHZRUNRIFRRSHUDWLRQDQGUHVHDUFKVLPLODUWRZKDW:HLVVEULFK.URKPHUDQG0LOOHUSUHVHQWHG

x 7KHLQIRUPDWLRQVKDULQJOD\HULQFOXGHVLQIRUPDWLRQIURPWKH'HSDUWPHQWRI(FRQRPLFVDQGWKH'HSDUWPHQWRI
0DUNHWLQJ7KLVH[FKDQJHPLJKWKHOSWKHZD\WKHWZRGHSDUWPHQWVXQGHUVWDQGHDFKRWKHUDQGLWPLJKWDOVR
UHGXFHWKHLUGLIIHUHQFHV,WDOVRLPSURYHVWKHGHFLVLRQPDNLQJSURFHVVDQGWKHTXDOLW\DQGWUDQVSDUHQF\RIWKH
GHFLVLRQVWKHGHSDUWPHQWRIPDUNHWLQJZLOOWDNHJUHDWHUUHFRJQLWLRQRIWKHILQDQFLDOGHPDQGV
x 7KHVWUXFWXUDOOLQNDJHOD\HUUHIHUVWRWKHKRUL]RQWDOVWUXFWXUHEHWZHHQWKHHFRQRPLFVGHSDUWPHQWDQGPDUNHWLQJ
GHSDUWPHQWDVWUXFWXUHWKDWPLJKWDOVRDOORZDGLUHFWFRPPXQLFDWLRQEHWZHHQWKHWZRGHSDUWPHQWV7KLV
VWUXFWXUDOOLQNDJHOD\HUSURYLGHVLQIRUPDWLRQDQGKHOSVLQWKHGHFLVLRQPDNLQJSURFHVVDQGWKHTXDOLW\RI
GHFLVLRQVZKLFKZLOOEHWDNHQ
x 7KHSRZHUOD\HUGHDOVPRVWO\ZLWKWKHEDODQFHGSRZHURIWKHGHSDUWPHQWV)RULQVWDQFHLIWKHUHLVDYHU\
G\QDPLF(FRQRPLFGHSDUWPHQWWKHQWKHPDUNHWLQJGHSDUWPHQWZLOOIDFHSUREOHPVWDNLQJLPPHGLDWHGHFLVLRQV
)URPWKHRWKHUKDQGLIWKHGHSDUWPHQWRIPDUNHWLQJKDGPRUHSRZHUWKHQWKHREYLRXVSUREOHPZRXOGEHDQRQ
UDWLRQDOXVHRIWKHHQWHUSULVH¶VUHVRXUFHV7KRXJKVRPHZRXOGFODLPWKDWLIWKHGHSDUWPHQWRIPDUNHWLQJVKDUHG
WKHVDPHSRZHUZLWKWKHHFRQRPLFGHSDUWPHQWWKLVZRXOGSUREDEO\OHDGWRGLUHFWJUDVSLQJRIDQRSSRUWXQLW\RU
WRLQGLUHFWGHFLVLRQVIRUWDFNOLQJIXWXUHSUREOHPV:HLVVEULFKHWDO1HYHUWKHOHVVWKHRYHUDOOSHUIRUPDQFH
RIWKHHQWHUSULVHLVDEVROXWHO\EDVHGRQWKHTXDOLILHGGHFLVLRQPDNLQJDQGWKHPXWXDOXQGHUVWDQGLQJIRULWVQHHGV
ERWKIURPPDUNHWLQJDQGHFRQRPLFGHSDUWPHQW
x 7KHRULHQWDWLRQOD\HULVSHUKDSVWKHPRVWLPSRUWDQWLQWHUVHFWLRQSRLQWRIWKHWZRGHSDUWPHQWVEHFDXVHLWGHDOV
ZLWKWKHLUJRDOVDQGWKHWLPHIUDPHIRUWKHLULPSOHPHQWDWLRQDQGLWDOVRMXGJHVZKLFKHYHUGLVDJUHHPHQWVKDSSHQ
EHWZHHQWKHWZRGHSDUWPHQWV0RUHRYHULW¶VQRWSRVVLEOHIRUWKHPDUNHWLQJGHSDUWPHQWWRVHHNIRUDSUHVWLJH
FDPSDLJQDQGIRUWKHHFRQRPLFGHSDUWPHQWWRDLPWRFXUEVKRUWWHUPFRVWVDQGGHOHYHUDJH
x 7KHODVWOD\HULVFDOOHG³NQRZOHGJHOD\HU´DQGGHDOVZLWKVSHFLDOLVWVLQERWKHFRQRPLFDQGPDUNHWLQJ
GHSDUWPHQWV7KHUHVXOWVKRZVEHWWHUGHFLVLRQVPDNLQJDQGPRUHUDWLRQDOFDOFXODWLRQV0RUHRYHUDVSHFLDOL]HG
VWHPFDQDOZD\VXQGHUVWDQGEHWWHUWKHQHFHVVLW\RIDJRRGLQYHVWPHQWLQPDUNHWLQJRUWKHQHFHVVLW\RIUDWLRQDOXVH
RIWKHHQWHUSULVH¶VUHVRXUFHV

,QWKHRU\WKHLPSRUWDQFHRIWKHUHODWLRQEHWZHHQPDUNHWLQJGHSDUWPHQWDQGHFRQRPLFGHSDUWPHQWDQGLWVVXFFHVV
DV :HLVVEULFK .URKPHU DQG 0LOHV  SUHVHQWHG DUH ZHOO XQGHUVWRRG DQG OHDG WR DQ DGYDQWDJH RYHU WKH
HQWHUSULVH¶VFRPSHWLWLRQDQGSHUIRUPDQFH6LQFHUHVHDUFKHUVOLNH.RKOLDQG-DZRUVNL1DUYHUDQG6ODWHU
XVHGVWDWLVWLFDOPHWKRGVDQGFRUUHODWLRQPRGHOVWRFRPSDUHKRZPDUNHWRULHQWDWLRQDQGWKHRYHUDOOVXFFHVVRI
DQ HQWHUSULVH UHODWH ,Q SDUWLFXODU .RKOL DQG -DZRUVNL  QRWLFHG D SRVLWLYH FRUUHODWLRQ EHWZHHQ PDUNHW
RULHQWDWLRQDQGWKHRYHUDOOVXFFHVVRIWKHHQWHUSULVHGXULQJDSHULRGRIUHFHVVLRQDQGLQWHQVHFRPSHWLWLRQUDWKHUWKDQ
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DSHULRGRIHFRQRPLFSURVSHULW\$WWKHVDPHWLPH1DUYHUDQG6ODWHUFRQGXFWHGDFRUUHODWLRQWHVWLQRUGHUWR
FDOFXODWHWKH&KL6TXDUH[RIWKHLQGH[QXPEHU52$DQGPHDVXUHWKHVFRUHRI0.725DQGWKH\DOVRIRXQGD
SRVLWLYH FRUUHODWLRQ %RWK0$5.25 IRXQG LQ.RKOL DQG -DZRUVNL¶V TXHVWLRQQDLUH DQG0.725 RI1DUYHU DQG
6ODWHUKDYHEHHQHVWDEOLVKHGE\WKHLQWHUQDWLRQDOV\VWHPDVWKHYDULDEOHVIRUWKHPHDVXUHPHQWRIPDUNHWRULHQWDWLRQ
,Q  WKH UHVHDUFKHUV /H\ODQG &DUXDQD DQG %HUWRQ GHWHFWHG D FRUUHODWLRQ EHWZHHQPDUNHW RULHQWDWLRQ DQG
SHUIRUPDQFHRIWKHRUJDQL]DWLRQPHDVXUHGE\WKH52&(5HWXUQRQ&DSLWDO(PSOR\HGLQGH[HV7KH\DOVRIRXQGD
FRUUHODWLRQEHWZHHQPDUNHWRULHQWDWLRQDQGWKHJURZWKUDWHRIVDOHVDQGVKRZHGWKHUHVXOWVLQSHUFHQWDJHVE\XVLQJD
UHJUHVVLRQOLQHZKLFKFRQWULEXWHGE\LQWRVKDSLQJLWVHOIDQGLQWRVKDSLQJWKHPDUNHWRULHQWDWLRQIRUWKH
SHUIRUPDQFHRIWKHHQWHUSULVH7KHUHVHDUFKHUV9RUKLHV+DUNHUDQG5DRDOVRFRQILUPHGWKLVFRUUHODWLRQDQG
WKHUHVHDUFKHU:XIRXQGRXWWKDWWKHFRUUHODWLRQ¶VFKDQJHVGHSHQGRQWKHHQYLURQPHQWZKHUHHDFKHQWHUSULVH
RSHUDWHV

)LQDQFLDO0HDVXUHPHQWRI0DUNHWLQJ3HUIRUPDQFH

(DFK HQWHUSULVH VKRZV D JUHDW LQWHUHVW DERXW PDUNHWLQJ LQGH[ QXPEHUV EHFDXVH RI WKH LQWHQVH DQG ILHUFH
FRPSHWLWLRQRIHQWHUSULVHVLQDJOREDOVFDOH6DPSDLRHWDO2WKHUIDFWRUVVXFKDVLQIRUPDWLRQWHFKQRORJ\
WKHHQRUPRXVGDLO\LQIRUPDWLRQSURGXFWLRQWKHPRUHGHPDQGLQJFOLHQWHOHDQGWKHLQFUHDVLQJGHPDQGVIRU
³SRVLWLYH UHLPEXUVHPHQW RI PDUNHWLQJ GHSDUWXUH QHFHVVLWDWH WKH GHYHORSPHQW DQG LPSOHPHQWDWLRQ RI PDUNHWLQJ
LQGH[ QXPEHUV *HUPDQ HW DO  ,Q RUGHU IRU WKH HQWHUSULVH WR DGMXVW LWVPDUNHWLQJ VWUDWHJLHV RYHU WLPH WKH
DGDSWDWLRQRILQGH[QXPEHUVFDQEHXVHGDVDIHHGEDFNIRULWVSHUIRUPDQFH$PEOHUHWDO
7KHODFNRILQGH[QXPEHUVDQGSHUIRUPDQFHIDFWRUVLQFUHDVHWKHLQYHVWPHQWULVNIRUPDUNHWLQJH[SHQVHVZKLOHDW
WKHVDPHWLPHZKHQDQHQWHUSULVHDGDSWVILQDQFLDOWHFKQLTXHVZKLFKSUHVHQWPDUNHWLQJH[SHQVHVDQGWKHUDWLRQDOXVH
RI WKH HQWHUSULVH¶V UHVRXUFHV KHOS WKH HQWHUSULVH WR ILJKW RYHU WKH FRPSHWLWLRQ DV 6DPSDLR 6LPRHV 3HULQ țĮȚ
$OPHLGD  KLJKOLJKWHG ,Q WKLV ZD\ PDQDJHUV DUH DEOH WR UHFRJQL]H VXFFHVVIXO VWUDWHJLHV DQG HVWLPDWH WKH
H[SHFWHGUHVXOWV
7KH YDULDEOHV ZKLFK LQGLFDWH 0DUNHWLQJ DUH FODVVLILHG LQ FRQWUROODEOH DQG QRQFRQWUROODEOH YDULDEOHV 7KH
HQWHUSULVH DIIHFWV RQO\ WKH FRQWUROODEOH YDULDEOHV ZKLOH WKH PDUNHWLQJ PL[ YDULDEOHV DUH WUDGLWLRQDOO\ FRQWUROOHG
$PEOHU	.RNNLQDNL
7KHSULFHLQPDUNHWLQJFDQDIIHFWWKHFRQVXPHUDERXWWKHSURGXFWVDQGWKHVHUYLFHVRIWKHHQWHUSULVHLQDSRVLWLYH
RUDQHJDWLYHZD\7KHSULFHDOVRGLUHFWO\DIIHFWVWKHUHYHQXHVRIWKHHQWHUSULVHZKLFKRSHUDWHDVWKHSHUIRUPDQFH
LQGH[RIPDUNHWLQJ$PEOHU	.RNNLQDNL)URPWKHRWKHUKDQGWKHFKRLFHRIWKHGLVWULEXWLRQFKDQQHOVDUHQRW
WKDWREYLRXVVRWKDW WKHUHYHQXHVRIWKHHQWHUSULVHDUHLQGLUHFWO\DIIHFWHGE\WKHGLVWULEXWLRQ6DPSDLRHWDO
$OOYDULDEOHVDVVRFLDWHGZLWKWKHSURGXFWDUHGLUHFWO\DIIHFWHGE\PDQDJHUVDQGLQFOXGHGHFLVLRQVDERXWWKHSURGXFW
IHDWXUHV:KHQWKHHQWHUSULVHVSURGXFHPRUHWKDQRQHSURGXFWLWZRXOGEHEHWWHUWRPHDVXUHWKHYDULDEOHVHIIHFWLQ
HDFK SURGXFW DQG QRW WKH RYHUDOO UHVXOW RI DOO SURGXFWV WRJHWKHU LQ RUGHU WR JHWPRUH DFFXUDWH UHVXOWV $PEOHU HW
DO
:KHQWKHPDWWHUFRPHVLQWRGHFLVLRQVPDNLQJDERXWPDUNHWLQJDQGLWVHIIHFWVWKHQRQFRQWUROOHGYDULDEOHVDUHRI
D JUHDW LPSRUWDQFH 7KH FRPSHWLWLRQ DOVR SOD\V D JUHDW UROH LQ VKDSLQJPDUNHWLQJPL[PDUNHW VKDUH DQGPDUNHW
GHPDQG VLQFH WKH HQWHUSULVH FDQ¶W KDYH WKH IXOO FRQWURO RI WKLV YDULDEOH $PEOHU	.RNNLQDNL  7KH OHJDO
HQYLURQPHQW RI WKH HQWHUSULVH DIIHFWV WKH GHFLVLRQVPDNLQJ LQ WKH ILHOG RI PDUNHWLQJ IRU H[DPSOH SURKLELWV WKH
DGYHUWLVHPHQWVRIFLJDUHWWHVLQDOO(XURSHDQFRXQWULHV6DPSDLRHWDO7KHSROLWLFDODQGHFRQRPLFHQYLURQPHQW
HTXDOO\DIIHFWVWKHFRQVXPHUSXUFKDVLQJSRZHUDQGWKXVWKHHQWHUSULVH¶VSHUIRUPDQFHYDULDEOHVWKDW WKHHQWHUSULVH
FDQ¶W DIIHFW RU FRQWURO $W ODVW WKH YDULDEOH RI VHDVRQDOLW\ RI GHPDQG DIIHFWV ERWK WKH GHFLVLRQVPDNLQJ DQG WKH
HIIHFWVRIPDUNHWLQJDQGWKHHQWHUSULVHZLWKDYLYLGH[DPSOHWKHWRXULVPLQGXVWU\6DPSDLRHWDO
7KH YDULDEOHV PHQWLRQHG DERYH VKRZ WKH GLIILFXOWLHV LQ PHDVXULQJ PDUNHWLQJ HIIHFWV DQG WKH GLIILFXOWLHV LQ
FUHDWLQJDQHIIHFWLYHLQGLFDWRUZKLFKZLOOUHIOHFWILQDQFLDOO\WKHDWWULEXWLRQRIPDUNHWLQJIXQFWLRQ0DUNHWVKDUHDQG
WKHWRWDOWXUQRYHUDUHWZRYHU\JHQHUDOLQGLFDWRUV,QRUGHUPDUNHWLQJH[SHQVHVWREHFRQVLGHUHGDVDQLQYHVWPHQWLW¶V
QHFHVVDU\ WKDW WKH LQGLFDWRUVZLOOEHDEOH WRH[SUHVV WKHSHUIRUPDQFHRI WKH LQYHVWPHQW7KH LQGLFDWRUVZKLFKDUH
PRVWO\XVHGLQWKHPDUNHWLQJILHOGDUHGLVWULEXWHGLQIRXUFDWHJRULHVEDVHGRQ&ODUNWUDGLWLRQDOILQDQFLDO
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PHDVXUHVVXFKDVVDOHVDQGSURILWQRQILQDQFLDOPHDVXUHVVXFKDVFRQVXPHUV¶VDWLVIDFWLRQLQSXWPHDVXUHVVXFK
DVWKHGHJUHHRIDGDSWDWLRQLQPDUNHWRULHQWDWLRQDQGRXWSXWPHDVXUHVVXFKDVLQGH[520,

0DUNHWLQJ,QYHVWPHQW3HUIRUPDQFH520,

$FFRUGLQJWR3RZHOHDFKHQWHUSULVHPDNHVLQYHVWPHQWVZKLFKSRVHPDUNHWLQJH[SHQVHV7KHVHH[SHQVHV
FDQ EH GHWULPHQWDO DQG IRU WKLV UHDVRQ WKH HQWHUSULVH LQYHVWLJDWHV WKHLU UHJXODU SHUIRUPDQFH 7KH PDUNHWLQJ DQG
ILQDQFLDOLQYHVWPHQWVDQGWKHPDUNHWLQJDQGILQDQFLDOH[SHQVHVFDQEHPHDVXUHGE\XVLQJWKHLQGH[QXPEHU520,
ZKLFK VHUYHV DV D KHOSIXO WRRO IRU WKH HQWHUSULVH WR GHVLJQ DQG IXQG YDULRXVPDUNHWLQJ HIIRUWV ,QGH[520, DOVR
KHOSVWREHWWHUXQGHUVWDQGPDUNHWLQJJRDOVVLQFH520,¶VDFFRXQWLQJLVEHWWHUXQGHUVWRRGIURPDOOWKHGHSDUWPHQWV
DQG WKH LQYHVWRUV RI WKH HQWHUSULVH )XUWKHUPRUH 520, LQGH[ FDQ FRQWULEXWH WR VHW SULRULWLHV FRQWURO PDUNHWLQJ
GHFLVLRQVDQGKHOSLQWKHLUHYDOXDWLRQ
,QGH[ 520, GHSHQGV RQ FRQVWDQWO\ FKDQJLQJ IDFWRUV WKUHH RI ZKLFK DUH WKH QHHGV RI WKH FRQVXPHU WKH
SUHIHUHQFHV WKH FRQVXPHU KDV DERXW GLVWULEXWLRQ DQG FRPPXQLFDWLRQ FKDQQHOV DQG FRPSHWLWLRQ )RU WKLV UHDVRQV
LQGH[520,PXVWEHFRQILJXUDEOHSRZHUIXODQGIRFXVHGRQHDFKRIPDUNHWLQJDFWLRQV
7KHIROORZLQJLVDIRUPXODSURSRVHGE\/HQVNROG
520, JURVVSURILW±PDUNHWLQJH[SHQVHVPDUNHWLQJH[SHQVHV

0HWKRGRORJ\
7KH VDPSOLQJPHWKRG WKDW ZDV XVHG IRU WKH EHVW SRVVLEOH DSSURDFK IRU WKLV UHVHDUFKZRUNZDV WKHPHWKRG RI
MXGJPHQWDOVDPSOLQJ7KLVPHWKRGZDVFKRVHQVLQFHWKHGDWDDUHUHTXLUHGDUHYHU\VSHFLILF7KHFDOFXODWLRQRILQGH[
520,DQGWKHRWKHUVWDWLVWLF WHVWVUHTXLUHVSHFLILFVL]HVRI ILQDQFLDOVWDWHPHQWVVXFKDVGLVWULEXWLRQH[SHQVHV WRWDO
VDOHVDQGJURVVSURILW6SHFLILFFULWHULDZHUHVHWIRUVDPSOLQJFKRLFHVLQFHUDQGRPVDPSOLQJFDQ¶WJXDUDQWHHWKDWWKH
FKRVHQXQLWFRXOGPHHWWKHUHTXLUHPHQWVRIWKHUHVHDUFK
,WLVFUHDWHGDOLVWIURPWKHZHEVLWHRI$WKHQV6WRFN([FKDQJH$6(ZLWKDOOWKHHQWHUSULVHVZKLFKHQWHUHG$6(
DQGWKHQH[DPLQHGWKHPRQHE\RQHLQRUGHUWRJHWWKHDGHTXDF\RIWKHUHTXLUHGILQDQFLDOILJXUHIRUWKH\HDUV
,QRUGHUWRHQVXUHDQXQELDVHGSDUWLFLSDWLRQRIHDFKHQWHUSULVHWKHUHVHDUFKVWHSLQFOXGHGILUVWFKHFNIRUWKH
UHTXLUHGLQIRUPDWLRQLQ$6(¶VZHEVLWHWKHQFKHFNRIWKHDQQXDOILQDQFLDOUHSRUWVLQWKHZHEVLWHRIHDFKHQWHUSULVH
DQGODVWO\DQHPDLOFRQWDFWZLWKWKHILQDQFHGHSDUWPHQWRIHDFKHQWHUSULVHLQRUGHUWRJHWWKHUHTXLUHGLQIRUPDWLRQ
DQGWRLQFOXGHDVPDQ\HQWHUSULVHVSRVVLEOH7KHWRWDOQXPEHURISDUWLFLSDWLRQZHUHHQWHUSULVHVRI$6(EXWLQ
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7KHLQGHSHQGHQW[YDULDEOHLVWKHPDUNHWLQJH[SHQVHVDQGWKHGHSHQGHQW\YDULDEOHLVWKHJURVVSURILWLQDVLPSOH
OLQHDUUHJUHVVLRQWHVW)XUWKHUPRUHIRUHYHU\VLQJOH\HDUZHXVHGWKHGDWDRIWKHWRWDOHQWHUSULVHVRI$6(DQGIRU
HYHU\VLQJOHUHJUHVVLRQWHVWZHORRNHGDWLWVOLQHDULW\KRPRVFHGDFLW\LQGHSHQGHQFHDQGQRUPDOLW\
7KHUHDUHWKUHHIROORZLQJWDEOHVSURGXFHGE\WKHVWDWLVWLFDOSURJUDP63667KHILUVWWDEOHSUHVHQWVWKHFRQVWDQW5
ZKLFK VKRZV WKH FRUUHODWLRQ EHWZHHQ WKH GHSHQGHQW DQG WKH LQGHSHQGHQW YDULDEOH WKH 56TXDUH ZKLFK JLYHV WKH
SHUFHQWDJH RI SDUWLFLSDWLRQ RI WKH LQGHSHQGHQW YDULDEOH LQ WKH YDULDELOLW\ RI WKH GHSHQGHQW YDULDEOH WKH$GMXVWHG
56TXDUHZKLFKLVDZHLJKWHG56TXDUH\HWLQWKLVWHVWVLWLVQRWGLIIHUHQWIURP56TXDUHEHFDXVHLWLVXVHGRQO\RQH
LQGHSHQGHQWYDULDEOHDQGWKH6WDQGDUG(UURURIWKH(VWLPDWHZKLFKVXPRIWKHGLIIHUHQFHRIDOOREVHUYHG\YDOXHV
LQ WKH OLQHDUPRGHO ,Q WKH VHFRQG WDEOH IROORZV WKH$129$DQDO\VLV IURPZKLFKZH ORRNDW VLJRUSYDOXH ,IS
YDOXHLV OHVVWKDQWKHQRXUPRGHODGDSWVSHUIHFWO\RUDOPRVWSHUIHFWO\WRRXUGDWD)LHOG7KHVHFRQG
WDEOHVKRZVDOVRVXPRIVTXDUHVWKHGHJUHHVRIIUHHGRPIRUWKHQXPHUDWRUDQGWKHGHQRPLQDWRUGIGIWKHPHDQ
VTXDUH DQG WKH ) UDWLRQ7KH ODVW WKLUG WDEOH LQIRUPV XV DERXW WKH FRQVWDQWV D DQG EH RI WKH I[ OLQHDU OLQH LQ%
FROXPQWKHVWDQGDUGHUURUWKH3HDUVRQ¶VFRUUHODWLRQFRHIILFLHQWRILQGHSHQGHQWDQGGHSHQGHQWYDULDEOHVWKHYDOXH
RIWWHVWDQGWKHSYDOXHRIFROXPQ6LJ
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HUDEOH VR WKDW WKH KDELWV DQG WKH SXUFKDVLQJ FKRLFHV
ULEXWLRQFKDQQHOVDUHQRWWKLVHIIHFWLYHDQ\PRUHDQGW
LDOPHGLDDQGSUHIHUVKRSSLQJFHQWHUVWKDWRIIHUORZHU
HN HQWHUSULVHV FRXOGQ¶W DGDSW LQ WLPH WKH JUHDW FKD
Q¶WKDYHDQ\SDUWLFXODUSROLF\WRFRQWUROPDUNHWLQJH[
UHZRXOGEHDUHODWLRQEHWZHHQPDUNHWLQJJRDOVDQG
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UNHWLQJH[SHQVHVZKHQLW¶VJLYHQWKHQXPEHURIWKHG
$VWKHLQGH[520,SUHVHQWHGLQRXUUHVHDUFKDVJU
HGXFWLRQRIPDUNHWH[SHQVHVDQGDVOHVVLV WKHLQFUH
UNHWLQJH[SHQVHVWKHXSFRPLQJ\HDU7KHHYDOXDWLRQ
LPHGQHHGHGIRUWKHFRQVXPHUV WRJHW IDPLOLDUZLWK
 ,QGH[ 520, VKRXOGQ¶W FRQVXOW DQ HQWHUSULVH IRU R
UGGHYLDWLRQRI D VHWRIREVHUYDWLRQVRI VHYHUDO\HDUV
HPDUNHWLQJSROLF\RIWKHHQWHUSULVHDQGWKXVPRUHH[
UFKDQGWKHFDOFXODWLRQVRI520,VKRZDVPDOOHUVWD


UHFHVVLRQ EHFDXVH
VLVWKHFDSDFLW\RI
 RI WKH FRQVXPHUV
KHFRPPXQLFDWLRQ
SULFHV7KH7DEOH
QJHV LQ FRQVXPHU
SHQVHV,QRUGHUWR
ILQDQFLDOJRDOVZH
HVLUHGSHUIRUPDQFH
HDWHULVWKHFKDQJH
DVHRIJURVVSURILW
RIWKHHIILFLHQF\RI
WKHQHZPDUNHWLQJ
QO\ RQH \HDU EXW
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SHFWHGLVWKHJURVV
QGDUGGHYLDWLRQLQ
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WKHUHWDLOVHFWRUVIRUDOOWKHVHYHQREVHUYDWLRQVWKDWZHUHPDGHGXULQJWKH\HDUVWKXVSURYLQJWKHJUHDW
LPSRUWDQFHRIDVWDEOHPDUNHWLQJSROLF\
7KH SHUIRUPDQFH RI LQGH[ 520, VKRZ WKH VWURQJ FRUUHODWLRQ EHWZHHQ WKH GHSDUWPHQW RI PDUNHWLQJ DQG WKH
GHSDUWPHQWRIILQDQFLDOEDVHGRQWKHILQGLQJVRIWKHUHVHDUFK0DUNHWLQJPRVWO\GXULQJHFRQRPLFFULVLVHPHUJHVDV
WKHJUHDWHVWFRPSHWLWLYHDGYDQWDJHIRUDQHQWHUSULVH$OVRWKHXQUHJXODWHGUHGXFWLRQRIPDUNHWLQJH[SHQVHVZLWKRXW
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